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NOVEMBER 26-28 JSG MEETING 

FOR ASSISTANT SECRETARY PARSKY 

1. WE HAVE RECEIVED NOV. 18 LETTER FROM SHER (SEE PARA 2) 
ASKING THAT QUESTION OF EFFECT OF PROVISIONS OF RETIREMENT 
ACT OF 1974 ON INVESTMENT IN ISRAEL BONDS BY U.S. PENSION 
FUNDS BE INCLUDED ON AGENDA OF JSG MEETING. TREAS. LAW- 
YERS ARE RESEARCHING THIS QUESTION BUT MAY NOT BE IN A 
POSITION BY THE TIME OF THE MEETING TO MAKE A FIRM 
DETERMINATION AS TO HOW QUESTION SHOULD BE ANSWERED. YOU 
MAY WISH TO INFORM GOI THAT LAWYERS ARE LOOKING INTO 
QUESTION AND WE WILL DISCUSS MATTER WITH SHER UPON RETURN 
TO WASHINGTON. 

2. TEXT OF SHER LETTER: 
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"DEAR JERRY, 

FURTHER TO MY LETTER OF NOVEMBER 5 AND OUR MEETING OF 
NOVEMBER 6, 1 SHOULD LIKE TO ADD ANOTHER ITEM FOR 
DISCUSSION DURING THE FORTHCOMING ISRAEL MEETING OF THE 

JOINT STEERING GROUP. THE ITEM COMES UNDER THE SUBJECT 
"ENCOURAGEMENT OF INVESTMENT" AND RELATES TO THE EFFECT 
OF THE EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974 
ON INVESTMENT BY PENSION FUNDS IN STATE OF ISRAEL BONDS. 

"SALES OF STATE OF ISRAEL BONDS IN THE UNITED STATES 
ARE ONE OF THE PRINCIPAL SOURCES OF CAPITAL FOR PRODUC- 
TIVE INVESTMENTS IN ISRAEL. TO DATE. APPROXIMATELY 
6,600 PENSION FUNDS HAVE INVESTED SOME DOLS 100 MIT .ETON 
IN ISRAEL BONDS. HOWEVER, SINCE THE PASSAGE OF THE 
PENSION REFORM ACT IN SEPTEMBER, 1974, THERE HAS BEEN 
A SUBSTANTIAL DROP IN THE SALE OF ISRAEL BONDS TO 
FIDUCIARIES BASED UPON MISAPPREHENSION OF THE 
EFFECT OF THE NEW LAW UPON THE RESPONSIBILITIES 
OF TRUSTEES. 

"THE LEGAL OPINIONS WHICH HAVE BEEN SUBMITTED TO US 
INDICATE THAT THE NEW LAW DOES NOT CHANGE THE CONTENT 

OF THE PRUDENT MAN RULE UNDER WHICH TRUSTEES WERE HELD 
RESPONSIBLE FOR THEIR INVESTMENTS PRIOR TO THE NEW LAW. 
THE THREE BASIC CRITERIA GOVERNING THE ACTIONS OF 
FIDUCIARIES REMAIN: SALES OF THE INVESTMENT INSTRUMENT 
TO OTHER TRUSTEES; RECORD OF THE ISSUER IN MEETING ITS 
FINANCIAL OBLIGATION; RETURN ON THE INVESTMENT IN 
RELATION TO ITS LIQUIDITY. ON ALL THREE COUNTS THE 
RECORD OF STATE OF ISRAEL BONDS HAS BEEN OUTSTANDING. 

"IN ORDER TO CLEAR UP THE CONFUSION AND CONCERN AMONG 
FIDUCIARIES IT WOULD BE HIGHLY DESIRABLE TO HAVE AN 
INDICATION FROM SOME AGENCY OF THE UNITED STATES 
GOVERNMENT THAT THERE IS NO ANTIPATHETIC RELATIONSHIP 
BETWEEN THE NEW LAW ANDINVESTMENT IN STATE OF ISRAEL 
BONDS BY FIDUCIARIES. SUCH ACTION WOULD BE OF GREAT 
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IMPORTANCE IN IMPLEMENTING THE PRINCIPLE ENUNCIATED 
IN THE JOINT STATEMENT OF MAY 13, 1975 THAT: 'INVESTMENT 
IN ISRAEL SERVES THE COMMON INTEREST OF THE U.S. AND 
ISRAEL." 

"INCIDENTALLY, I UNDERSTAND THAT THE SECRETARY OF THE 
TREASURY HAS AUTHORITY TO ACT UNDER THE LAW. 
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SINCERELY, 

ZE'EVSHER" KISSINGER 
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